Friends  Committee  on 


Washington 

MARCH  1998 


Newsletter 

NO.  619 


National  Legislation 

fY99  Federal  Budget  Choices: 
Pathways  to  Peace  and  Justice? 

"There  is  no  way  to  peace,  peace  is  the  way." 

A.  J.  Muste 


A.  J.  Muste's  wise  counsel  has  inspired  many  Friends 
over  the  decades.  Peace  and  justice  are  not  just  ends  to 
be  achieved  at  some  distant  point  in  the  future,  the 
results  of  long-term  political  strategies.  Rather,  peace 
and  justice  are  the  necessary  means  to  their  own  ends. 
These  ideals  can  be  realized  now  by  all  people  as  they 
live  nonviolently,  maintain  just  relations  with  all 
neighbors,  respect  the  dignity  of  each  person,  and 
share  the  world's  resources  fairly. 

Congress  and  the  President  can  also  play  an 
important  role  in  advancing  peace  and  justice  now 
through  the  budget  choices  they  make.  In  this  issue, 
FCNL  asks  the  question:  Will  Congress  and  the 
President's  budget  choices  help  to  reduce  violence 
and  advance  justice  this  year? 

The  U.S.  government  appears  deeply  committed  to 
military  strategies.  The  U.S.  maintains  a  military 
with  an  unequaled  fighting  capacity  and  a  nuclear 
arsenal  with  the  capacity  to  destroy  the  world  sev^eral 
times  over.  Unfortunately,  these  military  strategies 
fail  to  provide  peace,  justice,  or  security,  either 
abroad  or  at  home. 

Many  other  governments  resent  the  U.S.  government's 
frequent  use  of  coercive  force  and  its  military 
dominance  in  world  affairs.  They  would  assert  their 
"equal  right"  to  military  "security"  and  weapons  of 
mass  destruction.  To  stay  ahead  of  the  competition, 
the  President  proposes  to  spend  more  than  $1.4  trillion 


on  the  military  over  the  next  five  years — hardly  a  path 
to  peace  now  or  in  the  future. 

In  the  area  of  international  cooperation  and 
development,  the  President's  budget  proposal 
includes  some  positive  steps  which  would  restore  a 
portion  of  the  government's  lost  capacity  to  wage 
peace  and  promote  justice  abroad.  However,  the 
funding  level  remains  well  below  that  of  the  Reagan 
years  and  the  global  development  challenge  is  great. 
Even  with  the  proposed  increase  in  funds,  the  U.S. 
would  commit  less  than  1.0%  of  total  federal  spending 
over  the  next  five  years  for  international  cooperation  to 
promote  alternatives  to  war. 

On  the  domestic  side,  the  President  proposes  some 
modest  steps  to  address  the  wide  disparity  of  incomes 
and  wealth  in  the  U.S.  He  would  expand  child  care, 
education,  health  care,  housing,  and  food  stamps  for 
many  people  in  need.  However,  leaders  in  Congress 
have  already  spoken  strongly  against  these  initiatives. 
Moreover  some  of  the  funding  mechanisms  that  the 
President  has  proposed  to  pay  for  these  programs  are 
themselves  troublesome. 

CA'erall,  the  President's  budget  proposal  falls  short  of 
advancing  peace  and  justice  at  home  and  abroad. 
Moreover,  while  his  budget  may  reflect  political 
realities  "inside  the  beltway,"  it  does  not,  we  believe, 
reflect  the  true  values  of  people  around  the  country.  It 
is  crucial  that  Friends  join  with  others  to  give  voice  to 
real  alternative  budget  choices.  ■ 
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The  President's  Proposed  Federal  Funds  Budget  — 

(Excluding  Trust  Funds) 

$1.3  Trillion 


FY99 


Federal  Funds:  FY99  Outlays  (In  Billions) 


Current  military  spending . $  283.5 

Veterans  and  related  programs . 42.1 

Interest  on  past  military  spending . 163.3 

Interest  on  rest  of  federal  debt . 203.6 

International  cooperation . 13.7 

Responses  to  poverty  (incl.  health) . 281.6 

Health  care  —  non-Medicaid . 92.5 

Social  programs . 37.6 

Economic  development . 25.1 

Science,  energy,  environment,  nat.  res . 42.6 

General  government  . 68.4 

Total  federal  funds  outlays . $1,254.0 


Tnfst  funds: 


Total  trust  funds . $  478.2 

Post  Office  (off-budget) . 0.8 

Total  unified  budget  (all  spending) . $1,733.0 


FCNL  Washington  Newsletter,  March  1998 


Page  3 


Comparing  FCNL's  Pie  with  the  President's  Pie 


FCNL's  pie  is  a  picture  of  the 
"federal  funds"  budget.  It  does 
not  include  Social  Security, 
Medicare,  and  other  trust  funds 
over  which  Congress  has  no 
discretion  in  its  annual  appropri¬ 
ations  process.  Trust  funds  have 
dedicated  revenue  sources  (such  as 
Social  Security  payroll  taxes),  and 
they  are  required  by  law  to  be 
used  for  specific  purposes.  The 
President's  budget  is  a  "unified" 
budget,  which  includes  trust  fund 
expenditures.  ■ 


The  President's  Unified  Budget — FY  99 
(including  Trust  funds)  $1.7  trillion 


Budget  Terms  Defined 


Appropriation.  An  act  of  Congress  allowing  federal 
agencies  to  spend  or  obligate  money  from  the  Treasury. 
Follows  an  authorization  and  may  not  exceed  it.  Usu¬ 
ally  originates  in  the  House. 

Authorization.  An  act  of  Congress  establishing  or  con¬ 
tinuing  the  legal  operation  of  a  federal  agency  or  pro¬ 
gram,  indefinitely  or  for  a  specified  time;  substantive 
legislation,  approving  overall  goals  and  organization  of 
a  program.  A  prerequisite  to  an  appropriation,  autho¬ 
rization  sets  a  ceiling  on  how  much  budget  authority 
may  be  given. 

Budget  authority  (BA).  Authority  to  commit  funds 
resulting  in  immediate  or  future  spending  of  federal 
funds.  Sets  the  amount  of  new  commitments  that  can 
be  made.  BA  is  not  the  same  as  actual  spending  in  a 
given  year  (outlays). 

Debt.  Total  amount  of  money  the  government  has  bor¬ 
rowed  and  not  repaid.  The  gross  debt  will  grow  to 
about  $5.7  trillion  in  FY99  and  is  expected  to  continue 
growing  through  2003.  One  third  of  the  debt  is  held  by 
government  accounts  such  as  the  Social  Security  Trust 
Fund.  The  public  holds  the  balance.  Gross  interest  on 
the  debt  (paid  to  government  accounts  and  the  public) 
will  exceed  $366.6  billion  in  FY99. 


Deficit.  Amount  of  outlays  exceeding  revenues,  for 
one  fiscal  year  (FY).  The  FY99  federal  funds  deficit  is 
projected  to  be  about  $161.5  billion.  However,  trust 
fund  surpluses  are  expected  to  exceed  this  deficit,  leav¬ 
ing  the  unified  budget  with  a  net  surplus  of  about  $9.5 
billion. 

Discretionary  funds.  Funds  available  to  Congress  to 
spend  at  its  discretion  through  annual  appropriations. 
These  include  funds  for  the  military,  most  governmen¬ 
tal  functions,  law  enforcement,  education  and  social 
programs,  environmental  protection.  Does  not  include 
funds  for  entitlement  programs,  tmst  funds,  and  inter¬ 
est  on  the  national  debt. 

Entitlement.  A  law  requiring  payment  of  specific  ben¬ 
efits  to  all  persons  that  meet  eligibility  requirements 
(e.g..  Social  Security,  Medicare,  Medicaid,  Food 
Stamps).  To  change  levels  of  spending.  Congress  must 
change  the  eligibility  requirements  in  the  basic  law. 

Mandatory  Spending.  Spending  for  entitlement  pro¬ 
grams  and  interest  on  the  federal  debt. 

Outlays.  Amount  of  money  actually  spent  in  a  given 
year.  May  represent  both  current  budget  authority 
(BA)  and  unexpended  BA  from  prior  years.  ■ 
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Military  Spending: 

Budgeting  for  War  Neglects  Global  Needs 


Army  General  Omar  Bradley,  the  first  chairman  of  the 
Joint  Chiefs  of  Staff,  once  observ^ed  that  "Ours  is  a  world 
of  nuclear  giants  and  ethical  infants.  We  know  more  about 
war  than  we  know  about  peace,  more  about  killing  than  we 
know  about  living."  Military  spending  choices  in  recent 
years  indicate  that  this  is  still  the  case  in  Washington. 

This  year.  President  Clinton  has  proposed  to  increase 
budget  authority  for  all  military^  spending  by  $3.5  bil¬ 
lion,  for  a  total  of  $289.2  billion  in  PA'99.  FY99  outlays 
would  increase  by  $2.0  billion  to  $284.0  billion.  Project¬ 
ed  outlays  in  the  administration's  budget  would  total 
over  $1.4  trillion  over  the  next  five  years.  If  the  practice 
of  the  past  three  years  holds.  Congress  will  likely  add 
even  more. 

Although  military  outlays  have  declined  by  about  a 
third  in  constant,  inflation-adjusted  dollars  in  compar¬ 
ison  to  the  peak  levels  of  1989,  U.S.  military  spending 
is  still  exceptionally  high  in  comparison  both  to  global 
military  spending  and  to  spending  by  potential  U.S. 
adversaries  (Fig.  1).  It  is  also  grossly  out  of  line  in 
proportion  to  what  our  country  spends  on  internation¬ 
al  cooperation  and  development — the  keys  to  prevent¬ 
ing  war  (Fig.  2). 

Further,  when  one  considers  the  significant  unmet 
human  needs  at  home  and  abroad  and  the  tremendous 


environmental,  social,  and  political  challenges  facing  the 
U.S.  and  the  world  in  the  coming  decade,  the  continued 
wasteful  investment  of  scarce  resources  in  a  military 
machine  makes  little  sense. 

If  current  budget  trends  continue,  the  competition 
between  military  and  non-military  budget  priorities  for 
federal  funds  is  likely  to  grow  more  intense  over  the 
next  several  years.  The  discretionary  portion  of  the  fed¬ 
eral  budget  pie  will  continue  to  decline  in  real  dollars  as 
increasing  amounts  are  shifted  to  entitlement  programs 
and  to  interest  on  the  national  debt.  Many  in  Congress 
today  would  like  to  see  the  non-military  discretionary 
portion  of  the  federal  budget  pie  continue  to  shrink. 

Hearings  on  the  Defense  Authorization  bill  are  already 
beginning  in  the  House  and  Senate,  and  budget  and 
appropriations  issues  will  be  at  the  top  of  the  legisla¬ 
tive  agenda  in  the  coming  months.  Reps.  Barney 
Frank  (MA)  and  Chris  Shays  (CT)  are  expected,  once 
again,  to  introduce  legislation  to  reduce  or  freeze  mili¬ 
tary  spending.  Members  of  Congress  need  to  hear 
from  constituents  now  that  military  spending  is  waste¬ 
ful,  dangerous,  and  out  of  line  with  the  needs  and 
aspirations  of 
the  world 
today.  ■ 


Fig.  1: 1996  Military  Budgets  of  U.S.  and  Allies  vs. 
Potential  Enemies 
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Adapted  from  Council  for  a  Livable  World  Education  Fund.  Sources  of  budget  data:  The 
Military  Balance  1996197,  published  by  the  International  Institute  for  Strategic  Studies. 
When  military  budget  appears  to  understate  spending,  military  expenditures  are  used. 
Military  budget  figure  for  Russia  taken  from  New  York  Times,  July  28, 1997. 
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International  Cooperation 


The  U.S.  commitment  to  international  cooperation  and 
development,  measured  in  terms  of  proportion  of  the 
federal  budget  is  very  small.  Worse,  it  has  shrunk  sub¬ 
stantially  over  the  past  35  years.  U.S.  government 
spending  for  international  cooperation  is  less  than  two- 
thirds  the  1985  (Reagan  years)  level  in  constant,  infla¬ 
tion-adjusted  dollars.  It  is  scarcely  half  the  1962  level. 

Further,  the  U.S.  ranks  last  among  developed  countries 
in  spending  on  development  assistance  to  poor  coun¬ 
tries  as  a  percent  of  Gross  Domestic  Product.  This 
occurs  at  a  time  when  the  UN  Development  Program 
estimates  that  human  poverty  (measured  by  poor 
health  care,  illiteracy,  malnutrition,  early  death,  and 
poor  access  to  safe  water)  affects  over  25%  of  people  in 
developing  countries  and  income  poverty  (living  on 
less  than  $1  per  day)  affects  33%. 

•  Congress  is  holding  up  a  $1.5  billion  payment  of 
arrears  to  the  UN  that  is  less  than  the  cost  of  a  sin¬ 
gle  B-2  bomber.  The  U.S.  has  21  B-2  bombers,  but 
the  world  has  only  one  UN. 


•  Advocates  for  sustainable  development  are  cele¬ 
brating  the  President's  proposal  to  triple  the 
amount  budgeted  —  up  to  a  total  of  $72  million  — 
to  forgive  some  of  the  debts  of  the  world's  poorest 
countries.  $72  million  is  less  than  the  price  of  a 
single  F/A-18  E/F  fighter.  The  U.S.  plans  to  order 
30  F/A-18's  in  FY99. 

In  international  cooperation  and  development  work,  a 
little  money  goes  a  long  way  (unlike  military  spend¬ 
ing).  An  increase  of  a  few  million  dollars  for  multilat¬ 
eral  development  banks  can  be  multiplied  many  times 
over  in  loans  to  developing  countries,  where  a  dollar 
can  buy  a  lot  of  help. 

The  President  has  proposed  increasing  FY99  budget 
authority  for  international  cooperation  by  over  $1  bil¬ 
lion  (7.6%  increase  over  FY98).  This  would  include 
more  funds  for  multilateral  development  banks,  bilat¬ 
eral  aid,  economic  support  programs,  the  Peace  Corps, 
and  the  State  Department.  Overall,  it  is  a  positive,  but 
modest  step  toward  providing  responsible  and  just 
U.S.  leadership  in  world  affairs.  ■ 


You  Can  Help 


Now  that  the  President  has  submitted  his  budget. 
Congress  must  pass  a  budget  resolution.  This  sets 
the  amounts  that  the  13  appropriations  sub-commit- 
tees  can  spend  on  discretionary  programs.  It  also 
may  provide  the  House  Ways  and  Means  and  Senate 
Finance  Committees  with  direction  on  how  much  to 
alter  revenues  or  spending  through  changes  in  the 
tax  code  and  laws  governing  entitlement  programs. 

The  Senate  may  pass  its  resolution  by  March  31,  but 
the  House  is  not  expected  to  act  until  after  the  April 
recess.  Debates  on  appropriations  bills  will  likely 
extend  into  the  summer  and,  perhaps,  the  fall. 

Members  will  be  in  their  districts  during  upcoming 
recesses  (April  2-20,  May  23-31,  and  June  26  -July  13). 
Many  will  schedule  town  meetings  during  these 
times.  Some  may  be  available  for  individual  meet¬ 
ings  with  constituents.  Please  consider  using  these 
opportunities  to  discuss  spending  priorities  with 
your  members. 

Many  election  campaigns  have  already  begun. 
Throughout  the  coming  months,  candidates  should 


be  challenged  to  identify  their  budget  choices  for 
advancing  peace  and  justice  at  home  and  abroad. 

Here  are  a  few  of  the  questions  which  you  might  ask 
your  members  and  candidates. 

•  Will  they  help  to  cut  military  spending  and  invest 
the  savings  to  increase  opportunities  and  support 
for  poor  and  low-income  families? 

•  Will  they  support  full  funding  for  U.S.  obligations 
to  the  United  Nations? 

•  Will  they  support  debt  forgiveness  for  the  poorest 
countries  of  the  world? 

Here  are  some  ways  to  raise  your  questions  and  to 
heighten  community  awareness  of  the  issues. 

•  Attend  town  meetings  and  candidate's  fora. 

•  Write  a  letter  to  the  editor  and  cite  your  member's 
voting  record  or  a  candidate's  position, 

•  Call  in  to  radio  talk  shows. 

•  Share  your  concerns  with  others.  Urge  them  to 
join  you  in  advocacy.  ■ 
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Promoting  Human  Security  At  Home 


The  unemployment  rate  is  down,  median  incomes  are 
rising,  inflation  remains  low,  and  welfare  rolls  across 
the  country  have  been  reduced  dramatically.  The  eco¬ 
nomic  growth  of  the  past  few  years  has  been  a  boon 
for  many  who  have  sought  to  cross  from  welfare  to 
work  outside  of  their  homes. 

Because  of  the  accompanying  surge  in  state  and  federal 
revenues,  many  state  and  federal  programs  that  assist 
poor  and  low-income  households  have  been  able  to 
expand  their  services.  Last  year's  $225  billion  federal 
tax  revenue  windfall  helped  pav^e  the  way  to  the  FY98 
budget  agreement  which  included  a  five-year,  $24  bil¬ 
lion  health  care  initiative  for  children  in  low-income 
families  and  a  restoration  of  welfare  benefits  for  thou¬ 
sands  of  elderly  documented  immigrants  and  refugees. 

Economic  difficulties  continue  for  many 

Nonetheless,  there  is  reason  for  continuing  concern 
about  the  federal  government's  budget  and  policy  pri¬ 
orities  that  support  poor  and  low-income  households. 
The  Census  Bureau  (Sept.  1997)  reported  that  in  1996; 

•  the  poverty  rate  did  not  decline,  staying  constant  at 
13.7%  (36.5  million  people),  despite  the  positive  eco¬ 
nomic  conditions, 

•  14.4  million  people  (up  500,000  from  1995)  earned 
less  than  half  the  poverty  level, 

•  the  poverty  rate  for  children  (20.5  %)  and  the  elderly 
(10.8%)  did  not  change  from  1995, 

•  almost  25%  of  all  households  with  incomes  under 
$25,000  had  no  health  insurance  of  any  kind  (Medic¬ 
aid  or  private). 

Also,  last  year,  tens  of  thousands  of  people  across  the 
country  were  dropped  from  or  left  the  welfare  rolls 
because  they  were  unable  or  unwilling  to  comply  with 
new  requirements  for  participation  in  state  welfare 
programs.  Little  is  known  about  what  happens  to  fam¬ 
ilies  once  they  leave  the  system.  Advocates  for  the 
poor  believe  that  these  individuals  and  families  may 
account  for  the  dramatic  increase  in  requests  for  help 
that  has  been  reported  this  past  year  by  local  govern¬ 
ments  and  charities  that  operate  soup  kitchens,  food 
pantries,  and  shelters  across  the  country. 


Many  people  who  have  not  been  able  to  move  from 
welfare  to  work  over  the  past  two  years  are  now 
approaching  their  time  limit  for  welfare  benefits  (set  by 
their  states).  What  will  happen  when  their  benefits  run 
out? 

Significant  challenges  remain  for  many  of  those  who 
have  moved  from  welfare  to  work.  What  will  happen 
when  transitional  benefits  for  health  care,  child  care, 
housing,  and  transportation  run  out?  How  will  these 
individuals  make  ends  meet  in  the  low-wage  jobs  that 
many  of  them  now  hold,  while  paying  child  care  bills 
that  can  easily  add  up  to  over  $500  per  month  per 
child?  How  can  they  advance  out  of  the  low-wage  rut 
to  higher  wage  positions?  What  will  happen  if  the 
economy  turns  sour?  Will  the  last  hired  be  the  first 
fired? 

Proposed  federal  efforts 

President  Clinton's  budget  proposal  includes  a  number 
of  initiatives  that  would  help  address  some  of  these 

(continued  on  page  7) 


Military  Spending  and  Your 
1997  Taxes 

In  FY97,  24.9%  of  the  federal  funds  budget  was 
allocated  for  current  military  programs  ($288.4  bil¬ 
lion),  and  19.6%  paid  for  the  cost  of  past  wars, 
including  veterans  benefits  ($38.3  billion)  and 
interest  payments  on  the  military  portion  of  the 
federal  debt  ($188.3  billion),  for  a  total  military 
fraction  of  44.5%  ($514.9  billion). 

Federal  funds  revenues  include  individual  income 
taxes  (71%),  corporate  income  taxes  (18%),  excise 
taxes  (6%),  and  estate  and  gift  taxes,  custom  duties, 
and  miscellaneous  receipts  (6%).  They  do  not 
include  payroll  taxes  for  social  security  and  retire¬ 
ment.  ■ 

For  details,  please  contact  FCNL  and  ask  for  document 
G-829-BUD. 
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Resources 


•  How  Much  of  Your  1997  Federal  Income  Tax  Supports  Military-  Related  Spending . G-829-BUD 

•  How  Much  of  Your  1997  Federal  Income  Tax  Supports  Military-  Related  Spending  —  Calculation . G-830-BUD 

•  FCNL  letter  to  members  of  Congress  regarding  payment  of  U.S.  arrears  to  UN . L-836-FOR 

•  FCNL  letter  to  Attorney  General  Reno  regarding  Japanese-Latin  American  Internees . L-837-DOM 


•  FCNL  letter  to  congressional  foreign  affairs  aides  urging  delay  of  NATO  expansion  vote . L-833-FOR 


Human  Security  (continued  from  page  6) 

concerns.  He  proposes  increasing  funding  over  the 
next  five  years  to 

•  expand  affordable,  quality  child  care  for  low-income 
families, 

•  extend  opportunities  for  adult  education  and  train¬ 
ing, 

•  expand  educational  opportunities  for  more  poor 
children  through  early  learning  programs,  additional 
teachers,  new  schools  and  more  resources  for  poor 
urban  and  rural  school  districts, 

•  restore  food  stamps  for  documented  immigrants, 

•  increase  enrollment  of  Medicaid-eligible  children 

•  provide  more  assistance  to  the  homeless, 

•  expand  the  "Section  8"  rental  program  with  over 
100,000  new  vouchers. 

Unfortunately,  the  President  made  many  of  these  new 
initiatives  ($15.7  billion  worth)  contingent  upon  Con¬ 
gress'  enacting  into  law  an  agreement  betw^een  the  fed¬ 
eral  government  and  the  tobacco  industry.  The  budget 
proposes  raising  $65.5  billion  over  the  next  five  years 
from  a  tax  on  tobacco  products.  FCNL  is  concerned 
about  the  regressive  nature  of  this  tax  and  its  possible 
consequences.  One  consequence  could  be  an  illicit 
market  in  tobacco  products  accompanied  by  increased 
crime,  incarceration,  and  intrusive  law  enforcement 
activities.  The  President  has  proposed  worthy  initia¬ 


tives  which  should  be  fully  funded  out  of  general  rev¬ 
enues,  not  tied  to  revenues  from  taxes  on  cigarettes. 

These  funds  could  easily  be  found  in  the  military  bud¬ 
get.  0\^er  the  past  few  years,  the  Pentagon  has  saved 
billions  due  to  the  lower  than  expected  rate  of  infla¬ 
tion.  The  administration  has  allowed  the  Pentagon  to 
keep  this  money,  thus  adding  up  to  $21  billion  to  the  niili- 
tanj  budget  over  the  next  five  years.  These  funds  would 
be  far  better  used  to  increase  opportunities  for  adult 
education  and  training  and  to  provdde  affordable  child 
care  and  health  care  for  low-income  families.  ■ 


Simplify! 

Electronic  funds  transfer  simplifies  giving.  At 
FCNL  we  call  it  Autogive,  because  it  is  an  automatic 
monthly  gift. 

•  You  will  no  longer  receive  regular  FCNL  fund 
appeals. 

•  FCNL  will  receive  steady  income  throughout  the 
year. 

•  Your  gift  will  be  recorded  in  your  bank  state¬ 
ment,  and  FCNL  will  send  you  a  year-end  state¬ 
ment  —  and  a  very  large  "thank  you!" 

You  can  start  giving  by  Autogive  with  a  minimum 
gift  of  $10  monthly.  Contact  Arthur  Meyer  Boyd  at 
FCNL  for  more  information  and  a  sign-up  form.  ■ 
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INSIDE 

FCNL’S  ANNUAL 
BUDGET  ANALYSIS 


THE  FRIENDS  COMMITTEE  ON  NATION¬ 
AL  LEGISLATION  includes  Friends  appointed 
by  26  Friends  Yearly  Meetings  and  by  7  other 
Friends'  organizations  in  the  United  States. 
Expressions  of  views  in  the  FCNL  WASHING¬ 
TON  NEWSLETTER  are  guided  by  the  State¬ 
ment  of  Policy,  prepared  and  approved  by  the 
Committee.  Seeking  to  follow  the  leadings  of  the 
Spirit,  the  FCNL  speaks  for  itself  and  for  like- 
minded  Friends. 

FCNL  WASHINGTON  NEWSLETTER.  1 1 
issues  per  year.  Contributors  include:  Barbara 
Ginsburg,  Florence  Kimball.  Bridget  Moix.  Ned 
Stowe,  and  Joe  Volk. 

Donors  to  FCNL  or  FCNL  Education  Fund 
receive  the  Newsletter  and  other  occasional  mail¬ 
ings. Also  available  in  microform  from  University 
Microfilms  International,  3(K)  North  Zeeb  Road, 
Dept.  P.R..  Ann  Arbor.  Ml  48106 

Available  in  large  print  or  tape  recordings. 


What  Budget  Surplus? 


Will  there  really  be  a  federal  budget  surplus  in  fiscal 
year  1999  (FY99)?  Not  by  FCNL's  analysis.  In  fact, 
even  the  White  House  Office  of  Management  and  Bud¬ 
get  expects  the  national  debt  to  continue  to  grow 
through  2003.  What  is  going  on  here? 

The  President's  FY99  "balanced"  budget  is  based  on  a 
"unified"  budget,  which  encompasses  all  governmen¬ 
tal  revenues  and  expenditures,  including  Social  Security 
and  other  trust  funds  (see  p.3).  In  FY98  and  FY99, 
these  trust  funds  are  expected  to  have  surpluses  of 
$148.7  and  $171.0  billion,  respectively. 

In  the  unified  budget,  trust  funds  loan  their  surpluses 
to  the  "federal  funds"  portion  of  the  budget  to  offset 
the  federal  funds  deficit.  In  FY98  and  FY99,  the  expect¬ 
ed  federal  funds  budget  deficits  are  $158.7  and  $161.5 
billion,  respectively.  By  combining  trust  fund  surplus¬ 
es  with  federal  funds  deficits,  the  President's  budget 
predicts  a  net  surplus  of  $9.5  billion  by  FY99. 

The  unified  budget  approach  hides  the  true  size  of  the 
federal  funds  deficit  and  "creates  the  erroneous 
impression  that  the  deficit  is  under  control  or  declin¬ 
ing"  (General  Accounting  Office,  1989).  This  problem 
will  become  apparent  in  the  next  decade  when  the 
Social  Security  trust  fund  surplus  begins  its  expected 
decline  as  the  "baby  boom"  generation  retires.  The 
government  will  no  longer  be  able  to  borrow  from  this 
fund  to  finance  other  government  functions.  Congress 
will  have  to  choose  whether  to  raise  taxes,  cut  spend¬ 
ing,  or  borrow  more  from  the  public  to  finance  deficits. 

Many  in  Congress  seek  to  force  the  debate  on  these 


issues  by  eliminating  the  "surplus"  with  tax  cuts. 
Their  goal  is  to  sharply  reduce  spending  on  non-mili¬ 
tary  functions  of  the  federal  government.  Tax  cuts 
now  would  hasten  the  day  when  the  unified  budget 
returns  to  red  ink  and  would  reduce  the  federal  gov¬ 
ernment's  fiscal  capacity  to  address  new  and  contin¬ 
uing  concerns. 

This  Is  No  Time  for  Tax  Cuts 

FCNL  is  not  opposed  to  tax  cuts,  in  principle,  but  we 
are  opposed  to  tax  cuts  for  this  purpose  at  this  time. 
The  federal  government  is  not  doing  all  it  should  to 
address  the  broad  issues  of  human  security  at  home 
and  abroad.  U.S.  military  spending  policies  are  waste¬ 
ful  and  dangerous  for  all.  With  new  priorities  and 
political  will.  Congress  could  address  these  concerns 
within  the  current  budget  limits.  If  Congress  feels  that 
tax  cuts  are  in  order,  it  should  first  cut  the  military 
budget.  ■ 


Reprinting  Washington  Newsletter  Items 

We  encourage  our  readers  to  copy  and  distribute  items 
from  FCNL's  Washington  Nezvsletter.  When  doing  so, 
please  include  the  following  credit: 

"Reprinted  from  the  Washington  Nezvsletter,  [issue  #, 
month  and  year]  published  by  the  Friends  Committee 
on  National  Legislation." 

We  would  very  much  appreciate  your  sending  us  a 
copy  with  a  brief  note  indicating  how/where  the  item 
was  used  and  the  approximate  numbers  of  copies 
distributed.  ■ 
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